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SUB J : GOVERNMENT SETS NEW COUNTER INFLATION TALKS 
REF: LONDON 5088 

1. SUMMARY: WHEELS HAVE BEEN SET IN MOTION AS EXPECTED FOR 
ANOTHER ROUND OF TALKS BETWEEN THE GOVERNMENT AND BOTH SIDES 
OF INDUSTRY ON BRITAIN' S ECONOMIC PROBLEM S. AN INVITATION 
MAY 7 FROM THE PRIME MINISTER TO TUC GENSEC VICTOR FEATHER 
AND CBI DIRECTOR GENERAL CAMPBELL ADAMSON WILL NO DOUBT BE 
ACCEPTED WITHIN THE NEXT FEW DAYS. END SUMMARY 

2. INITIALLY THE PRIME MINISTER AND HIS AIDES WILL MEET 
SEPARATELY WITH TRADE UNIONS AND INDUSTRY REPRESENTATIVES, 
WITH IOINT SESSIONS LATER IN THE YEAR PROVIDING THERE ARE 
GOOD PROSPECTS FOR REACHING AGREEMENT ON THE OBJECTIVES OF A 
PHASE THREE VOLUNTARY PRICES AND INCOMES POLICY. 

3. AT THESE MEETINGS IT IS EXPECTED THAT MR. HEATH WILL BE 
FLANKED BY THE CHANCELLOR OF THE EXCHEQUER ANTHONY BARBER, 
AND EMPLOYMENT SECRETARY MAURICE MACMILLAN AND THE MINISTRY 
OF TRADE FOR CONSUMER AFFAIRS SIR GEOFFREY HOWE. THE TUC 
DELEGATION WILL COMPROMISE VIRTUALLY THE SAME MEMBERS AS IN 
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LAST YEAR' S DOWNING STREET TALKS. IN ADDITION TO FEATHER, THERE 
WILL BE JACK JONES, GENSEC OF THE TRANSPORT WORKERS; HUGH 
SCANLON, PRESIDENT OF THE ENGINEERING WORKERS; ALF ALLEN 
OF THE SHOP WORKERS AND SIR SIDNEY GREENE OF THE RAILWAYMEN. 

4. THE MEETINGS ARE EXPECTED TO GET UNDERWAY LATER THIS MONTH. 
ALREADY THERE HAVE BEEN REPORTS OF " SECRET" TALKS BETWEEN THE 
PRIME MINISTER AND TUC LEADERS ABOUT ITEMS TO BE DISCUSSED AT 
THESE MEETINGS. THE TUC' S MAIN GOALS WILL BE MUCH THE SAME 

AS LAST TIME WITH INCREASED EMPHASIS ON DEMANDS FOR ACTION ON 
FOOD PRICES, HOUSING COSTS AND OTHER KEY ELEMENTS IN THE COST 
OF LIVING. WHILE THE INDUSTRIAL RELATIONS ACT HAS NOT SURFACED 
AS A FORMAL AGENDA SUBJECT IT REPRESENTS A MAJOR STUMBLING 
BLOCK TO WHOLE- HEARTED TRADE UNION COOPERATION IN ANY GOVERNMENT 
PROGRAM. WE EXPECT THAT SOME TIME DURING THE TALKS THE ACT WILL 
BE DISCUSSED, ESPECIALLY WITH THE GOVERNMENT STRESSING THAT THE 
AGENDA IS " FULLY OPEN". 

5. THE GOVERNMENT, FOR ITS PART, WANTS TO BUILD ON THE RELATIVELY 
PEACEFUL ACCEPTANCE OF PHASE TWO BY THE UNIONS IN LAYING THE 
GROUNDWORK FOR PHASE THREE OF THE COUNTER- INFLATION POLICY WHICH 
IS TO COME INTO EFFECT NEXT AUTUMN. THE PRIME MINISTER AND SOME 
MINISTERS ARE REPORTEDLY READY TO PUSH AHEAD FOR THRESHOLD- 
STYLE " ESCALATOR CLAUSE" WAGE CLAUSES LINKED TO PRICE INCRE- 
ASES. ACTUAL WAGE INCREASE LIMITS ARE UNLIKELY TO BE CONSIDERED 
UNTIL SEPTEMBER OR OCTOBER IN ORDER TO GIVE THE GOVERNMENT A 
LONGER PERIOD TO ASSESS THE EFFECTIVENESS OF ITS COUNTER- INFLATION 
PROGRAM THUS FAR. 
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